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As the important information traders in the capital market, ‗institutional investors‘ 
is always an important topic at home and abroad. Compared with individual investors, 
institutional investors are sophisticated investors. With the advantages of information 
collection and information analysis, they make rational trading to guide price to a 
reasonable value. At last their trading improves market efficiency, which is one of the 
purposes of developing institutional investors in China. This paper aims to find out 
this information advantage of Chinese institutional investors from their investment 
reaction to earnings management. The domestic literature mainly focus institutional 
investors‘ supervision role of earnings management. Only a few scholars consider 
institutional investors‘ reaction to accrual earnings management. Therefore, this paper 
selects data of China‘s A-share listing companies from 2005 to 2012 as sample and 
computes institutional investors‘ ownership changes as the measurement of 
investment behavior. The purpose of the paper is to find out the relationship between 
institutional investors‘ investment behavior and earnings management, including 
accrual management and real activities earnings management. At the same time, we 
consider the influence of institutional investors‘ heterogeneity on the relationship, 
including short- and long-term institutional investors and fund performance. 
We found out: Firstly, institutional investors pay more attention to the company 
with positive earnings management. They can identify accrual management and real 
activities earnings management. Their reaction is to reduce their holdings of the 
companies with high degree of earnings management. But they can‘t identify negative 
real earnings management, except abnormal discretionary expense. Secondly, 
compared to the short-term investors, long-term institutional investors have 
better understanding of accrual earnings management. Because the short-term 
institutional investors in China focus on short-term benefits, they may chase the 















with high performance have advantage of identifying accrual earnings management 
and real activities earnings management. 
The main contribution of this paper: (1) provide a full analysis of institution 
investors‘ interpretation of earnings management. Not only, we consider two kinds 
of earnings management. But also we consider institutional investors‘ heterogeneity, 
including long- and short-term institutional investors and fund performance. All of the 
results enrich the study of earnings management and institutional investors' 
investment behavior. (2) Provide empirical evidence for China's institutional investors‘ 
function of improving market efficiency through their rational trading. 
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第一章  绪论 
1.1 研究背景 
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